ST 99-0028-G L 01/08/ 1999 TELECOMMUNI CATI ONS EXCI SE TAX

The Tel ecommuni cations Excise Tax is inmposed upon the act or privilege of
originating or receiving intrastate or interstate telecomunications in
Illinois at the rate of 7% of the gross charges for such tel ecommuni cati ons
purchased at retail fromretailers. (This is a GL.)

January 8, 1999

Dear M. XXXXX:

This letter is in response to your letter dated OCctober 26, 1998. The
nature of your letter and the information you have provided require that we
respond with a Ceneral Information Letter which is designed to provide general
information, is not a statenment of Departnent policy and is not binding on the
Departnent. See 86 IIl. Adm Code 1200.120(b) and (c), encl osed.

In your letter, you have stated and made inquiry as follows:

Pursuant to our tel ephone conversation today with the Business Section
Division, we are requesting a ruling to determne if we need to

register for sales tax. COMPANY provides tel ephone, internet, and
cable access to truckers at truckstops via a nenbership card that is
purchased through vending nachines at various truckstops. Qur

machi nes are physically in the follow ng | ocations:

NAMES/ ADDRESSES

Presently, sales tax is calculated into the price of the nenbership
card. W divide the sales by the state tax rate to report taxable
sales and then remt to the state the respective tax due.

Until the determination is nmade, we are going to continue remtting
sales tax on a nonthly basis.

Pl ease don't hesitate to contact us at the address included in our
| etterhead above or #### for any further information you may need in
your review process.

We appreciate your tineliness in processing this request.

Sal es of nmenbership cards, which enable purchasers to take advantage of
menber services, are generally not sales of tangible personal property and
therefore are not taxable in Illinois. Sal es of such cards represent sales of
i ntangi bl es, and since the Retailers' Cccupation Tax and Use Tax are triggered
upon the transfer of tangible personal property, no sales tax liability attaches
to such sal es.
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The Tel ecommuni cations Excise Tax is inmposed upon the act or privilege of

originating or receiving intrastate or interstate telecomunications in Illinois

at the rate of 7% of the gross charges for such tel econmunications purchased at

retail from retailers. 35 ILCS 630/3 (1996 State Bar Edi tion).
"Tel ecommuni cations,” as defined in Section 2(c) of the Act, includes

without limtation, nmessages or information transmitted through the

use of local, toll and w de area tel ephone service; private |line services;

channel services, telegraph services; teletypewiter; cellular nobile

t el ecommuni cati ons service or any other transm ssion of
information by electronic or simlar neans, between or
cabl e, fiber-optics, | aser, m cr owave, radi o,

facilities. 35 ILCS 630/2 (1996 State Bar Edition).

nessages or
anong points by wre,
satellite or simlar

The Act specifically exenpts carrier access charges, right of access
charges, charges for use of inter-conpany facilities, and all teleconmunications
resold in the subsequent provision of, used as a conponent part of, or integrated
into end-to-end telecommunications service, as sales for resale. See Section
2(c) of the Act. Charges for services that are provided by a tel econmunications
retailer that are necessary for, or are directly related to, the retailer's
provi sion of telecommunications to custoners are included in the gross charges

subject to tax. See 86 Ill. Adm Code 495. 100, encl osed.

In general, cable services are not subject to the Tel econmunication Excise
Tax. Basic charges for use of |ocal tel ephone and cellular phones are subject to
t ax. However, gross charges do not include charges paid by inserting coins in
coi n- operat ed tel econmmuni cati on devi ces.

Cenerally, persons that provide subscribers access to the internet and who
do not, as part of that service, charge subscribers for the line or other
transmi ssion charges that are used to obtain access to the internet are not
considered to be telecomunications retailers from these activities. It is our
general wunderstanding that nost internet access providers do not, as part of
their billing, charge subscribers for such |line charges, but instead, pay all
transmi ssion costs to their telecomrunications providers. I f compani es provide
tel ecommuni cations to such end-users (e.g., to the internet access providers
described inmmediately above) and are also "retailers mmintaining a place of
business in this State," they are required to collect the tax from such internet
access providers and remt it to the Departmnent. | f, however, the internet

access providers charge subscribers for
shoul d provide their tel econmunications

line or other transm ssion charges, they
providers with Certificates of Resale and

shoul d t hensel ves coll ect and remt tax.

Sal es of prepaid tel ephone cards by retailers are not subject to Retailers
Cccupation Tax. However the Tel econmunications Excise Tax consequences from
sal es of telephone cards by retailers nmay vary dependi ng upon whether or not the
Departnent deens themto be retailers of tel econmunications.

In general, retailers who purchase tel ephone cards from tel ephone service
providers and then resell the cards to custoners for marked-up prices are not
responsible for collecting and remtting the tax from their custoners. The tax
is incurred at the tinme the telecomrunications originate or are received in a
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taxabl e manner. The anount of tel ecomrunications charges for which the cards are
redeenred by the telephone service providers should include any anmount of
Tel ecommuni cati ons Excise Tax incurred. The tel ephone service providers charge
the phone calls and the tax against the balance of the cards as they are
responsi ble for collecting and remtting the tax.

In contrast, retailers that purchase tel ecomunications units fromtel ephone
service providers and sell them at retail to their custonmers present situations
simlar to hotels who sell teleconmunications services. See Section 495.100. In
these cases, the retailers would be required to register as telecomunications
retailers and collect and remt Teleconmunications Excise Tax. The tax base
would be the anounts charged to card purchasers for the taxable services
subsequently provided (i.e., calls that originate or termnate in Illinois).

When the cards are sold in Illinois, the Departnment presunes that the calls
wi || originate or term nate in this St at e. Retailers pur chasi ng
tel ecommuni cations units have the burden of establishing that the charges are
exenpt from Tel ecomruni cati ons Excise Tax. The only way to properly docunent
such exenmptions would be through records of the tel ephone service providers.
Therefore, as a practical matter, since the retailers will not know at the tine
of sale what taxable services cardholders will |ater consune, retailers should
charge the tax on the full sales prices of the cards.

I hope this information is hel pful. If you have further questions related
to the Illinois sales tax laws, please contact the Departnent's Taxpayer
Information Division at (217) 782-3336.

If you are not under audit and you wish to obtain a binding Private Letter
Rul i ng regardi ng your factual situation, please submt all of the information set
out initens 1 through 8 of the enclosed copy of Section 1200.110(b).

Very truly yours,

G na Roccaforte
Associ at e Counsel

GR: nsk
Enc.



